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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Phase I1 Financial, Ltd. o
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Albert G. Lowenthal (212) 668-5782
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B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Sullivan, Bleakley & Company, LLP
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116 W. Baltimore Avenue Media 19063
(Address) (City) Zip Code)
CHECK ONE:

Certified Public Accountant
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OATH OR AFFIRMATION

I ' Albert G. Lowenthal

swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Phase II Financial, Ltd.

December 31 2002

as of

are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

/,

Not. GNAHCB'N
g Notary Public, State of NewYork /M/\
C No. 01F16018187 , - .
fommi. . “ Qusmlifie Albert G. sSedur [owenthal

General Partner
Title

ThlS report** contains (check all applicable boxes):

(a) Facing page.

X (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

X . (d) Statement of Changes in Financial Condition.

& (e) Statement of Changes in Stockholders’ Equity or Parmers or Sole Propnetor s Capital.

& (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

& (g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

X (@) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

® () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(I) An Oath or Affirmation.

0. .(m)A copy of the SIPC Supplemental Report. :

. K ¢n). A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

' *I*'Fb(f conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEFENDENT PUBLIC ACCOUNTANT whase opinion is contained in this Report
NAME (it individual, state last, lirst, middle name)

Sullivan, Bleakley & Company, LLP

[
ADDRESS
116 W. Baltimore Avenue Media PA 19063
[n] T (2] [
Nurnber and Street City State Zdp Coge

CHECK ONE

B certitied Public Aceountant (=] ' FOR SEC USE

D public Accountam E]

{J Accountam not resident in Uniteg States

or any of {3 passessions
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R 51/ X | - PART IIA

FOCUS REPORT

FORM (Financial and Operational Combined Uniform Single Report)

Cz]

3/78 {Please read instructions before preparing Form.)

This report is baing filed pursuant to {Check Applicable Block(s):

1) Rule 178-5(a) 2) Rute 17a-50) [ 7]

3) Rule 178-11 DE

4) Special request by designated examining authority 5) Other

NAME OF BROKER-DEALER SEC FILE NO.
8-33559 [1a
Ph I Fi ial. Ltd 2 FIRM 1D. NO.
ase inancial, Ltd. ‘ 3] 16249 3
INCIP, INESS (Do Not Use P.O. Box No.
Aoonss1szc;r= ;R NCdAL PLACE OF BUSINESS (Do Not Use Box No.) FOR PERIOD BEGINNING MITOI ¥,
road Street [20] 01-01-02 7
(N> and Street) AND ENDING (MM/DD/YY)
New York I—zT] NY r'm 10004 m 12-31-02 I‘z—s]
i {City) (State) (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON 10 CONTACT IN REGARD TO THIS REPORT  (Area Code/—Talephone No.
Albert G. Lowenthal, General Partner [30] (212) 668-5782 [a1]
NAME(S) OF SUBS!DIARIES OR AFFILIATES CONSO-IDATED IN THIS REPOAT: OFFICIAL USE
32 33
34 as
36 7
3 39
- — DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES NO

CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT

e

EXECUTION:

The registrant/broker or dealer submitting this Form and its attachments and the person(s)

> by whom it is executed represent hereby that all information contained therein is true,
o correct and complete. It is understood that all required items, statements, and schedules
are considered integral parts o! this Form and that the submission of any amendment
O represents that all unamended items, statements and schedules remain true, correct and
(& complete as previously submitted.
) '
o

< : = 15 |
E Dated the / :Q Z day of 471%[11 WS 18- &903

Manual signatyfre ol
S /&/\
O 1) A
3 Principhl Executive Officer or Managing Partner

2)

Principal Financial Oti:cer or Partner
3

Principal Operations Officer or Partner

ATTENTION—Inientionz! misstate Tents or omissions of facts constitute
Federal Criminal Violations. {See 18 U.S.C. 1001 ‘and 15 U.S.C. 78:1(a})




SULLIVAN, BLEAKLEY & COMPANY, LLP
Cs’ztéﬁ'sc{ Public Oqcaountants

JOSEPH M. SULLIVAN, CPA 116 W. BALTIMORE AVENUE

RALPH E. BLEAKLEY, CPA MEDIA, PA 19063
MEMBERS (610) 565-8810
PENNA. INSTITUTE OF CPAs ) FAX (610) 5§5-6074
AMERICAN INSTITUTE OF CPAS Email: sbccpa®bigplanet.com

February 24, 2003

To the Partners of
Phase II Financial, Ltd.
New York, New York

We have audited the accompanying Statement of Financial Condition of Phase II
Financial, Ltd. as of December 31, 2002 and the related Statements of Income and Expense,
Ownership Equity and Statement of Cash Flows for the year then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards
accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above, present fairly, in all material
respects, the financial position of Phase II Financial, Ltd. as of December 31, 2002, and the
results of its operations and its cash flows for the year then ended in conformity with
generally accepted accounting principles accepted in the United States of America.

Respectfully submitted,

Sal&‘ww,' Bleakley & (Company, LLP




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART UHA
BROKER OR DEALER N 3 (o]
' - RS NEES
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS .
a1 of IMM/DD/YY) 12-31-2002 [95]
SEC FILE NO. 8-33559 88
ASSETS Consolidated 198
Unconsolidated 199
Allowable ‘ Non-Allowshls Toul
1 CHA e s 10,641 707 4 s 10,641 785
2. Receivables from brokers or dealers:
A. Clearancedccount. ... ......ooui.... M 4 ’ 783 1 78 295
B Other. . ..o s 300 {$ 550 4’783’178 810
3. Receivables from non-gustomers. . .. ....... 355 94 | s00|Y 94 830
4. Securities and ipot commodities
Oowned, at market value:
A, Exempred securtties ................. 418
B. Debtsecurities. . ...........ovvuenn.. 307 N 494 419
C. OPUORS .. i 135735 420
D. Othersecurities . . ................... ) 424
E. Spotcommod:ities . ... ... . ......... ! 430 741 ’229 I 850 l
S. Securities and.or other (nvestments
not readily marketable:
A. At cost ', H 10,569,273 130
B. Atestimated farrvatue .. .. ........... l 440 | 61 ’810’038 l 610 | 61 ’810’038 I 860 |
6. Securities borrowed under subordination agree-
ments and pariners’ individual and capital
securities accounts, at market value: ] 460 ' ] 630 ] ] 880 l
A. Exempred
securines S l ‘50]
B. Other
securities $ 160
7. Secured demand notes. .. . ............... 470 l 640 l l 890 |
market value of collateral:
A. Exempted
securities $ I 170|
B. Other
securities l 130'
B. Memberships in enchanges:
A. Owned, at
market  $ l 190'
B. Owned, atgost  ........ccviiiininns | 650 ‘
C. Contributed for use of the company,
BIMArKBIVAIUL . ... i e ! 1 660 I I s00 |
9. Invesiment in and receivables from
sffiliates, subsidiyries and
2550Ciated PartreShiDS ...t I 480 I €70 M
10. Property, furniture, equipment,
teasehoid improvements and rights
under lease agreements, at cost-net
of accumulatec depreci. tion )
AN AMOFNZANDN . . .. . e e 430 680 ! 920
V1. Other asseuh. . ... e 535 735 930
12. TOTALASSETS ....ooovvvnon.. s 5,535,048 540)$ 61,810,152 | 14018 67,345,180 | 40
ONIT PENNIES
1/76 . Page 1




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IHA

BROKER OR DEALER Phase II Financial, Ltd. as of

12-31-2002

13.
14.

18,
16.

17

18

19.

20.

21
22.
23.

24.
25.

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

All. ) Non-A.l.
Liabilities Liabilities ' Liabitities Total
Bank loanspayable. ... ..., S 1045 | $ ﬁ?sg',i I 1470
Payabie 10 brokers or dealers:
A. Clearance sCCOUNt . ... .. oivtinnnuaa.. 1114 1315 1560
B.Owher. .. ..o y 1115 1305 1540 !
Pavabie to noncustomers. . .............. 1165 1355 1610 |
Securities sold not yet purchased,
st marketvalue .. ........... ... . . 11360 | 1620]
Accounits payabtle, accrued Liabilities,
expensesandother . ................. 7 H 500 I 1205 | 11385 ] 7 ] 500 I 1685 |
Notes and morigages payable: .
A UNtecured. ... oooieneeie i, [7210] 1690
B SeCUred........c.oiiiriiiaaiin. [1211] Y J13%0} ¥, 1700
Liabilities sutordinated to claims
of genera! creditors:
A, Cash bOrOWINgS: .. .vviievernrerasss 11400 l 1710]
1. from outsiders Ts 870 l
2. includes equity subordination (15¢3-1 {d})
ot .... [ 4 I 980 l
8. Securiues borrowings, at market value:. . . m J?m
from outtiders $ ] 890 |
C. Pursuant to secured demand note
coliateral agreements: . ... ... l 1420 l l 1730 l
1. from outsider- $ 1000
2. -Includes equrty subordimanon (15¢3-1 (d))
of .... s ‘ 1010]
D. Exchange memberships contributed for
use of company, at marketvalue........ . 1430 ] 1740 I
€. Accounts and other borrowings not
qualified tor net capital purposes ....... 1220 1440 1750
TOTAL LIABILITIES .....\..... s 7,500 {1230} s wso} s 7,500 |1260
Ownership Equity
GO1E PrODHOTOMMAID - -« ot eee e e e eae e e e ae e e o e et e e et eaaaeaaieaae s h 1770
Partnership (fimited partners . ........... M 31 98139475 1020 1) 67,337,680 1780
Corporation: ‘
A. Preferred s10Ck . .. ... e e e e e e e e 1791
B, COMMON S10CK « o o v e s et e e et e e e e e e e e e s 1792
C. AdAitional Paid-if BADITA . . o v v v e s ee e e e e e et e e 1793
B REIAINET CAIMINGS o oo oot e e e et et e e e e e e e 1794
[0 o~ T J 0 PO 1795
F . L 55 CADUB S10CK 1 1P UMY - < o v v v v e e s ea e e e e e .'.( 1796
TOTAL OWNERSHIP EQUITY - - v v oo ee e e e e e e e e e e e e s 67,357,680 [1so0
TOTAL LIABILITIES AND OWNERSHIP EQUITY L. o e i e s 67,345,180 1810
OMITPENNIES




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER Phase II Financial, Ltd. mof__ 12-31-2002
COMPUTATION OF NET CAPITAL
1. Total ownership equity 1rom Statement of Financial CoNdition. ... ..ouvutee e e ieneeunreearoreearassanss $ 67,337 ,680 3480
2. Deduct ownership equity NOT aliowable 10r Net Capitdl .. .. ittt ittt s e s eseseessseennaanssannos v'o‘ )| 3490
J. Totsl ownership eQuUity QUAtITIED 107 NEt CDItBl « . . ot v v ittt ittt e s e e nessececannesensesnsoessseansnsns 67 o 337 o 680 3500
4. Addg:
A. Liabilines subordinated 10 claims of general creditors allowable in computation of Nt capital. . .. . oo oo neuenn. 3520
B. Other [deductions) or sllowable eredits (Listh. ... ..ottt ttt e e e e e e s eaeeanannn 3525
5. Total capital and allowable subordinated Lisbilities. .. . ... ... .t ierennn e ceeeneens $ 67 , 337 y 680 3530
6. Deductions and/or charges: : .v' 6 .
A. Total nonallowable assets from Statement of Financial Condition(Notes Band C) $ 1 ' 81 O 9 1 32 3540
B. SECUTed BemMaNT NOTE BOTICIEACY -+ et ee et e vttt enmeennnnneecsnnnnes 3590
C. Commodity futures contracts and spot commodities-
DIOPHEUATY CODITB CRBIGES. o o vttt e et et e st et e eeaae et 3600
D. Other deductions and/or Charges . .. .. . ittt et iennennnnnna. 3610 61 ) 810; 1 32 )| 3620
7. Other additions and/or llowable credits LListh . ... . e e 3630
B. Netcapital belore NarCuls ON SRCUTITES POSIIONS . o .t i v ittt et et et e e e e e e et e e e e e i ;o S 5 l527 3 548 3640
9. Maircuts on securities (compuied, where applicable,
pursuant to 15¢3-1 (f)):
A Contractiual SECUNtes COMMILMEBNTS . . ... ..\ttt teenn s nr e neanen. S 3660
B. Subordinated $ecurities DOMOWINGS . . .. oottt e ittt 3670
C. Trading and invesiment securinies’
Y. E X EmMDICO S CUTILIBS . . . . e e 1'5 3735
2. DDl BECUNMIBE L.t ittt e e e 307,494 3733
B OBIIOME © ot e e e 3730
L B o 1 T O YL ] S 65..060 3734
D. UNGue CONCERTIBTION Lo\ttt e ettt i e ie e s it araen s i 3650
E. Other (Lat).............] Money Fund ... .................... 05,664 |3736 468,218 [3740
T T N 0 O L, s 5,059,350 [31s0
OMIT PENNIES
A )
37t . Page 3




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART A
. . ‘ 12-31-2002
BROKER OR DEALER : Phase II Financial, Ltd. a of 2-31-200
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11, Minimum net capitat required (6:2/3% 08 line 19) L. ... e e e s e s 500 3756
12. Minimum doliar net capital requirement of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordance with Note (A) ............... e $ 100,000 3758 |
13 Net capital requirement {greater of line 1107 12} .. ... ..... e, e, e vee... 8 100,000 3760
14, Emcess netcapaal (ine 10 Iss 130 L L. o ittt ittt et i re e e $ 4,959,330 3770
15. Excess netcapital at 1000% (1ine 10 1655 10% of 1€ 18] . .. oo ren e st e eeeeeaanns e ¥s_ 5,058,580 |37e0
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total AL fiabitities from Statement of Financid) Condition. ... ... ... ... .. .. iiiitinernneeraerenaneanss $ 7 ’ 500 ! 3790,
17. Adg:
A, Drattsfor immediate credit. .. . ... Ys l 3300]
B. Market value of securities borrowed for which no equivalent
Value 15 DaId OF CTEOItE . . oottt et e e e e $ 3810
C. Other unrecorded amounts tListh. .. L e H 3820 }$ | 333°J
19, TOTal 3gQregate 1NGEDIEONESE . . . oo\ttt a sttt ee et e e e e e e e H 7,500 3840
20. Percentage of aggregate indebtedness 1o net capital {line 18 by line Y0} . . ..ottt e e iniaas % .148 3850
21. Percentage of debt to debi-equity 10ta) computed in accordance with Rule 15c3-1 {8} . ...t vrnirnnernnnnnn... % 0 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 4% of combined aggregate debit items as shown in Formula for Reserve Requirements pyrsuant 1o Rule
15c3-3 prepared as of the gate of the net capital computation including both brokers or deaters
And cONSOhBAtEd SUDSITIArIEs GODITS . o\ vttt i et ettt et e e et e s N 3870 )
23, Minimum dotlar net capital requiremen: of reporting broker or dealer and minimum net capital
requirement of subsidiaries computed in accordance with Note LA} ... ... ... ... ..., et ys / 3880
24, Netcapnatrequirement 16r2a1r 0T N8 22 08 23) oo ittt e e e s 3760
25, Encess net captal (hne 10 18585 28] L .ottt e e e e $ A 3910
26. Net capiia: (n excess of the greater of:
A. 6% o' combineC apgregale debit items 0F $120.000 ... .iiuieittnt et a e 3 3920 |
B. 7% of combinec apgregate debit items or 8920000 ... ... et s 3930
ONIT PENNIES
NOTES:

{Al The minimum net capital requirement should be computed by adding the minimum doliar net capits! requirement
of the reporting broker dealer and, for each subsidiary 10 be consolidated, the greater of.
1. Minimum dollar net capital requirement, or ‘
2. 6-2/3% of aggregate indebtedness or 4% of aggregate debits if slternative method is used.

{8) Do not deduct the value of securities borrowed under subordination agreements of secured demand note
covered by subordination agreements not in satsfactory form ang the market vatues of memberships in
exchanges contributed for use of company {contra 1o item 1740! and pariners’ securities which were
included (n non-allowabte assets.

{C) For reports filed pursuant 1o paragraph {g) of Rule 172-5, respondent shoulo p:ovide a list of material

non-altowable 3ssets.

3778
Page 4




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART (1A
For the period (MMODYY) from ¥, 01-01-02 [ss2f1012-31-02 [se3s
Number ol months included In this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions: -
& Commissions on tranzaclions In sxchange listed equity securities executed On 8N OXCABNPA. ... i veovnrrcessees$ 3933
b. Commissions on 1is18c oOPtion IFBNSECHONS . ...uveeveeerinenrecnenananes ettt ceeee ¥ 3938
C. All OIhS! SECUFiliES COMMISIIONE . .ouvrrennnnnenennnan s e e e e e e %39
d. Total sacurities commissions ...............c0nee D R T N 3040
2. Gaing orlosses on firm securities trading accounts
a. From market making In options on 8 national securities exchange ..... ettt es et N 2948
b. From all BINEE APBBIND -« v v v e veesanraennee ses et n s n et et e e e e e e e e e e et e e e e RPN (125,724) 3949
€. TOURITPRIN {JOB5) -t neueneen e e et e et e et et e ee e et e e ket e e e (125,724) [ss%0
3. Gains or losses on firm secutities investmenl sccounts ....... F R P (7 y 463 L808) 3982
4. Profit (1058) from underwriting Bnd SEHING GrOUDS ..o iv ittt retennniniet e it iuscasansertanestonnees ,‘ 3988
5. Revenue from sale Of inveSIMEN! COMPANY BRBIES . ... iiin i teieiiinititetetsaeniniatetorosnssnoreesanseinaenns 3970
8. COMMOGIlIES POV B IUR .ottt ecnen et sanetasenssonsanasnesssasanesoeeoseeannenessesosossnnerssnassnsas 3960
7. Fee3s (or account supervision, (nvestment sdvisory and adminisiralive SePVvIEES ... ... . .0.. i irrierireenanennn s
8 Otherrevenus ...........ovvvruraannona et e et e e e e b e e e e 932 y 512 3988
#. Total revenue ..... e e ey S ORI s (6,657,020) [«%
EXPENSES
10. Salaries snd other employment costs for general partners and voling stockholder officers ..............c.ovvennn s 4120
11, Other emplover c:=2ensalion BAE BeNElIlS ... .. . i it i it it it e s e e e ,' 4118
12. Commissions paid 10 Other BroKBI-GeBIBIE | . ... ... ettt tie s s ieeensnanasasoane sannsasrscortonsoarosens 4140
13, Interest expense ..........ccunven P b b e e e, e 19 4078
a. includes interes! on accounts subject 1o subordination sgreements ................ 4070
14, Rogulelory 1885 BRC BXDENSES . ... u.nunnaneeannuennnoasoanrenoensenetssanateei e rioseasiionananansnannss 2?467 4198
U5, OUNEr @XPBREES .« ..\t neearonnseeeencanteaasnoetoaneeaeentatantetanaat ettt e s anas 156,001 4100
16. Total sxpenses ... ......... PR PPN et e et e et e n e ettt e $ 15&1487 4200
NET INCOME '
17. Nst Income (loss) before Federal income taxes and ltems below (flem & less ltem 18 ). . .............cooieiiinnnn, '3 (6i81541507) 4210
1B. Provision for Federal lncome taxes (for Pareal BAlY) ... .c..enieiiieeenirinmaie e iiraieanneaes et .y 4220
19. Equily In esmings (losses) of unconsolidated subsidiaries not Included above ... ... ... .. .. c.iiiiiues Ceneee 4222
s. Aler Federst income taxes of ................ Crearrresienie r st eeran luzu
20. Extraordinary gains (losses) .............conle Cessesesrirenrtanes A, enenaan Ceraean 4224
a. After Federal income taxes of ......c...ciiiunes Crraernaenae eraeetreraesaans JWI
21. Cumulative sfiecl of changes In accounting principles .............. tveanas e ta s areai i e ren ey 4225
22 Net income (loss) alier Feders! income taxes and extraordinary Hems .............. PSPPI 3 (6,815,507) |ex
MONTHLY INCOME
23. income {curient month only} befors provision for Federa! Income laxes and extrsordinary llems.........ccovveiren. H 4 ] 1 65 ’ 833 4211
378




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HIA

BROKER OR DEALER Phase II Financial, Ltd.

For the period (MMDDYY) from __ 01-01-02

to__12-51-02

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

74,195,187 [aze0]

1. Balance, Deginning Of BeriOg. . ... e e e it ettt s
AL NELINEOME LOSSh oottt e it it ettt e e e e (6,815, 507) 4250
8. Additions (includes nonconformingcapital of . . ... ... .. . . .. ys 4262 |) 4260
C. Deductions lincludes nonconformingespitalof .. ... ... ............... s 4272 | 42,000 4270
2. Balance, end of period (Fromitem 1800) . ...\t euniune ittt titie et em e e e e s s 67,337,680 [a290]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance beginningof period ... O M
T T Y-, 2 T
B, DI IS, . .o e e e e e e e

4. Balance, end of period (Fromitem 35200, ... ... ittt ittt e e e e e $

378 Page 6

4300

4310

4320

=)

OMIT PENNIES




; FINANCIAL ANU OPERATIONAL COMBINED UNIFORM SINGLE REPORT
- ' PART UIA

BROKER OR DEALER Phase II Financial, Ltd. as of 12-31-02

Exemplive Provision Under Rule 15¢3-3

25, !t an sxemption from Rule 15c3-) is claimed, identity below the section upon
which such exemption is based (check one only)
A (k) (1)—8$2,500 capital category 88 Per Rule 18C3-T L. .. ... ittt iiiietiinrnneinnnsnneenursoseorannnnnann

] 4550‘

B. (k) (2)(A)—"Specia! Account for the Exclusive Benefit of
CUBLOMErS " MAINIAINE . ... ....vivnineennsenrocreerarostonsrenonrerrinnees

| ISSOI

C. (k) (2)(By—All customer transactions cleared through another
broker-dealer on a fully disclosed basis. Name of clesring

tirm ' . [a335) 4570
D. (k) (3)—Exempled by Order 0! the CoOMMISSION ...t ittt ittt ittt tittaaercnrranarasnnasernns 4580

Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, (as cefined below),
which have not been deducted In the computstion of Net Capital.

Type of Proposed

withgrawal or Ampunt to be With- {(MMDDYY}
Accruat Insider or drawn (cash amount Withdrawa! or

See below for Outsider? and/or Net Capilal Maturity

code to enter Name ol Lender or Coniribyior (In or Oul) Vaiue of Securities! Date

Expect
to
Renew
{yes o' nD)

4601 4602

cq

4600 4603

4605

4610 4611 4612 4613 4614

4615

90
e

td

4620 4521 4622 4522 4624

4625

tae

4630 4631 4632 4633 4634

R

»
o
L

ve

4543 [asad |

4640 4641 4642

4645

ta

g

4650 4651 4652 4853 §5

4655

T4

4660 4661 4662 4663 4564

4665

ERERERARENCRENE

4670 4671 4672 4673 4674

4675

4684

SRERRERERERERERE

4681

L ¥ ]

4680 4682

4685

e 1 1 1
DB E e
3

e [f] 2

4690 4691 4692 4694

B

SRERERERCNE

4695

g

vorasy ~O- 4699

OMIT PENNIES

Instructions: Detail listing must include the 10181 of items maturing duting the six month pericd lollowing the
repon dale, regardiess of whether or not the capital contribulion is expecied 10 be renewed. The
schedule must also include proposed capitat withdrawals scheduled within the six month
period loliowing the repon date inciuding the proposed recemption of stock and payments of
fiabillies sezured by fixed asse:s ‘w™.ch are considered sliowable 5s5e:s (n the capitai computation
pursuant 10 Ruie 15€3-1(C}{2)1n,:. whiCh Coulc be required by the lender on demanc or in less
than six months.

WITHDRAWAL CODE: DESCRIPTION

1 Equity Capital

2. Subordinated Liabilities
3 Accrusis

4 15c3-1{c)(2)(iv) Liabilities

iy

Pane 7




Phase 11 Financial, Ltd.
Income & Expense Reconciliation With Company's Computation
December 31, 2002

Net Income as Reported by Company's Unaudited Focus Reports (6,683,360)

LESS : Foreign tax withheld on dividend income at source (Canada) and
carried as receivable on unaudited balance sheet (132,147)

Net Income per Audited Focus Report (6,815,507)




Phase II Financial, Ltd.
Net Capital Reconciliation with Company's Computation
December 31, 2002

Net Capital as Reported on Company's unaudited Part II Focus Reports

ADD: Reduction in nonallowable asssets

LESS: Additional expense - foreign tax withheld

Net Capital per Audited Focus Report

5,059,330

132,147

(132,147)

5,059,330




Phase II Financial, Ltd.
Statement of Cash Flows
For the Calendar Year Ended December 31, 2002

Net income or (Loss)
Increase in Receivables from Brokers
Net securities purchased and Change in Market Value
Capital Withdrawals
Decrease in Accounts Payable
Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

(6,815,507)

(627,108)
7,479,693

(42,000)

(1,262)

(6,184)

16,825

10,641




NOTES TO FINANCIAL STATEMENTS
PHASE II FINANCIAL, LTD.
DECEMBER 31, 2002

ACCOUNTING METHOD

The statements are prepared on the accrual method of accounting. For cash
flow purposes, only the checking account balances are considered as cash and cash
equivalents.

INVESTMENTS

Investments are stated at market value, with unrealized gain or loss recognized
in income.

INCOME TAXES

The Company is a partnership and both Federal and New York income taxes are
applicable credits flow-through to the partners.

RESERVE REQUIREMENTS

The Company does not carry any customer accounts or handle any securities.
All customer accounts are cleared on an introducing fully disclosed basis with
Fahnestock & Co. Inc. Therefore, the computation for determination of reserve
requirements, and information relating to the possession or control requirements under
Rule 15C 3-3 are not applicable.

SAFEGUARDING PROCEDURES

The Company does not carry customer accounts or handle securities and,
therefore, there are no safeguarding procedures to review.

MATERIAL INADEQUACIES

No material inadequacies were found to exist at December 31, 2002, nor to
have existed during the year ended December 31, 2002.
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UNITED STATES

OMB APPROVAL

OMB Number:

3235-0123

SECURITIES AND EXCHANGE COMMISSION Explres: January 31, 1993

Washington, D.C. 20549

X-17A-5

Estimated average burden
hours per response ..

-+ 12.00

FOCUS REPORT

Fo rm (Financial and Operational Combined Uniform Single Report)

Schedule |

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17a5

Report for the Calendar Year _2___.002 Q'
or if less than 12 months

Report for the period beginning MM! i 8005 | and ending { i |8006 |
M

DD Yy

00 Yy

SEC FILE NUMBER

8- 33559

8011

1.
\é

2

NAME OF BROKER DEALER
Phase II Financial, Ltd.

[8020

NI9|

OFFICIAL USE ONLY

) I S I

8021]

Firm No. M MY

Y

2. Name(s) of broker-dealer(s) merging with respondent during reporting period:

OFFICIAL USE ONLY
1 NAME: 8053} [ '© [ 8057
1 NAME: 80S4) | 8058
1 NAME: 8055 8059
! NAME: 8056 8060
3. Respondent conducls a securities business exclusively with registered broker-dealers: !
(enter applicable code: 1=Yes 2=No) [ T 18073}
4. Respondent is registered as a specialist on a national securities exchange:
(enter applicable code: 1=Yes 2=No) [ 2 [8074]
5. Respendant makes markets in the following securities:
(2) equity securities. ... ....ccoviririinennnncnnannn.. {enter applicable code: 1=Yes 2=No) | 2 18075]
(B) MURICIPAIS ..ottt ittt ie e riarennranns ...(enter applicable code: 1=Yes 2=No) [ 7  [8076]
(C) Other debt INSITUMENES .o .vnreee e iiiaeenanennn. (enter applicable code: 1=Yes 2=No}) | 2  ]8077]
6. Respondent is registered solely as a municipal bond dealer:
(enter applicable code: 1=Yes 2=No) [ 2  [8078]|
7. Respondent is an insurance company or an affiliate of an (nsurance company:
(enter applicable code: 1=Yes 2=No) | 2 |8079]
B. Respondent carries its own public customer accounts: !
) {enter applicable code: 1=Yes 2=No) [ 2  [8084]
9. Respondent’s tolal number of public customer accounts:
{carrylng tirms filing X-17A-5 Part Il only)
(3) PUDBIC LUSLOMET BCCOURLS .\ e s eeteee e een e e e e e s e, e [0 [eo080]
(D) OMNIDUS BCCOUMIS . 1. vttt ettt te e te ettt vast et ie st tern e rernenenaneenenns [0 18081}
10. Respondent ctears its public customer and/or proprielary accounts:
(enter applicable code: 1=Yes 2=No) [ 2 18085

—-———t s s ey L O




FOCUS REPORT
Schedule |
page 2

11. Respondent clears its public customer accounts In the following manner:
(enter a 1" In appropriate boxes)

(a) Direct Mail (New York Stock Exchange Members Only) .......coivevieiiniirvrenorenonsnas | 18086 |
IR Lol LT 1412 Y E T [ 18087 |
oy 23TV TP J | 8088
%
() IRMPOAUCING oottt ettt ettt ittt iinaesnaraanataarnrnesiianarasnsiond 18089
(€) Other «ovtieriieeiaaaeaannnn. e et e eee e, | [ 8090 |
1t Other please describe:
(D) NOt AEPICADIE & vttt ettt ettt et ettt et e e et e et e e [ 1 18091
12.(a) Respondent maintains membership{(s} on national securities exchange(s):
(enter applicable code: 1=Yes 2=No) | 2 18100}
(b) Names of national securities exchange(s) In which respondent maintains memberships:
{enter a “1" in appropriate boxes)
{1) American ......... P 8120
- N =1 T3 L) TS N 8121
(3) CBOE i\ttt et e ettt e e et e e 8122
(4) MIGWESE L oottt it e e e Y 8123
L T L2 (= LSS P 8124
(6) Philadelphia. ... . i i e e e 8125
4 T 1= 138 o= - B126
(B) OMMBE ..\ttt et ettt e e et e e e e e e 8129
13. Employees:
(3) NUMbEr Of fUll-tiMe BMPIOYEES « . ettt cat ettt tiee ettt teeeteeaeennaeanonranassns [0 [8101]
{b) Number of full-time registered represantatives employed by respondent inciuded in 13(@)...... [0 [8102]
14. Number of NASDAQ stocks respondent makes markel .........c.eeeeenevicennen R e [_"' o |8103]
15. Total number of underwriting syndicates respondent was 8 MeMber.........ooveeieenaiieacen. i 0 [s104]
{Carrying or clearing firms filing X-174-5 Part i)
16. Nurnber of respondent's public customer transactions: Actual ... i iiiea 8105
Estimate ......ocvvviiivenennnnnns 8106
(a) equity securities transactions effected on a
nstional securities eXChaNnQe . ..ot veiritienreneriennaeneanas e e i reeeareeaaranas | 18107 |
(b) equlty securities transacticns etfacted other than on a
NAt1O7ial SECUMIIES BXCRAMMIE « v v e evs e e nee et e ataeataees e e ansean e aeeaaasenaneennaneans | {8108 |
(c) commodity, bond, option, and other transactions effected on or off a
NALIONA! SECUMLIES EXCRANGEE « v v v v vnseennaaseesseaenaaneenannennenenensemoeeeionsoonss L 18109 ]

SEC 1675 (12-92) 6 of 8




FOCUS REPORT
Schedule |
page 3

17. Respondent is a member of the Securities Investor Protection Corporation .
(enter applicable code: 1=Yes 2=No) | » | |8111]

18. Number of branch offices operated by reSPONGENT .. ... vutntrnteetee et e e eeaeaneaens { 0  [8112]

19. (a) Respondent directly or indirectly controls, is controlled by, or is under
common control with, a U.S. bank

(enter applicable code: 1=Yes 2=No) | 2 [8130]

{b) Name of parent or affiliate | 8131
(¢) Type of Institution ]8132|

20. Respondent is an affiliate or subsidiary of a foreign broker-dealer or bank
{enter applicable code: 1=Yes 2=No) | 2 18113}

21. (a) Respondent is a subsidiary of a registered broker-dealer
Y (enter applicable code: 1=Yes 2=No) [ 2 18114]

(b) Name of parent N [8116]

22. Respondent is a subsidiary of a parent which is not & registered broker or dealer
' (enter applicable code: 1=Yes 2=No) | 2 18115]

23. Respondent sends quarterly stalements to customers pursuant to
10L-10(b) in lieu of daily or immediate confirmalions:

(enter applicable code: 1=Yes 2=No)* | 2 [8117]

24. Aggregate Dollar Amount of Non-Exempted OTC Sales of Exchange-Listed
Securities Done by Respondeni During the Reporling Period ...........c.coiiiiiinnnnnn.. [7$ 0 ]8118]

*Required in any Schedule | filed for the calendar year 1978 and succeeding years
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